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Dear Applicant. o .
We have considered vour upplualmn for recognition of exemption from Federal income tax under section SG. of the
Internal Revenue Code and have determined that you do not quality tor tax exemption under that section. € ans for

this conclusion and the ticts on which it is based are explained below

Y o crere pcorporated in .
meaning ol section 501(0) of the lnlc: nal Rcvcnuc Code of I086

Your organization is a membership organization, currently consisting of_ These

organizations cach paid SUIB® 10 membership dues and assessments your first year. The budget was increased to SGllls
per fucility for suhscqucnl vears  Total income from membership dues and assessments was to be S-S o your first
vear  Additionally,’ you received SR trom hotel partners during your first year. You expect subsequent year fares to

total SR per year from GRS

, tor general purposes stated as exclusively within the

Your application stated your primary activities are as follows:

1) Advertising

2)  Public relations

3y Internet marketing

4)  Sales Trips to Countnies

§)  Physicians, Pediatrie, Executive, and Marketing Committees
6)  Community Based Marketing

In subsequent cormvespondence you further explained your activities as the promation ol the entire United States kealth care
industry in SN o (oreign individuals in need of quality health care.” You state the line of business of the entire
United States heaith care system is advanced and promoted since most of the hospitals comprising your organization are
afTiliates or divisions of larger hospitals located throughout the United States. You will use a marketing and public relations
campaign to target foreign individuals, and provided the following list of activiiias:

1) Advertise the United States health care industry through regional publications and brochures distributed in South
America,

2) Bring SNSRI | o2 the cutting edge medical technologies provided by the United States
health care industry;

3)  Maiiitain a website in three languages which will provide §uiiiiii® \ith information on the latest medical
technologies provided by the United States health care industry;

4)  Pul G \\ho are in need of medical attention in contact with hospitals in B who can assess
their ilinesses. In turn, the patients will he linked with hospitals and doctors Gl or elsewhere as needed by
patients, »

§) Arrange tor accommadations for those patients coming to the United States to assess whether any medical technology is
availabie . the United States health care industry ta assist them,

o) Arrange for Chairmen of the Boards of your organization 1o travel to—(o make presentations and speeches
on the latest medical technologies provided by the United States health care industry.
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You indicate these activities will be carried out by q S SibaEaagy (one from each
member), w You had contracted with Eliliii#and SERSERREEIN o act as your
advertising and marketing agency e IR Y ou state tha o of your time and effort is devoted to marketing
and promoting the cntire United States health care industry, further providing that this§@% is broken evenly between
advertising in regional publications, coordinating jonmalist visits, maintaining the website, coordinating patient/hospital
contacts, and travel by your staft’ to (RN to pomote your aciiviiies.

You state that over‘general information requests have been processed by your organization, and over -patiems from
U 2 v been educated about and treated under the United States health care system as a result of your
organization. All of the patients were treated at member hospitals.

You currently havegmgilP® who have provided fees to you. In retumn for their fees, their agreement to provide free
lodging to journalists, and corporat2 rate accommodations for patients using your services, you list the member hotels in your
publications and documents, as well as the accomniodations they offer. Thesc agreements are verbal. In addition to the hotel
pariners, vou also indicate you have verbal agreements with airlines, cruises and travel agents as well. You state that in
return tor providing these entities with notoriety and publicity (MBI, your organization receives airline, cruising
and travel packages for journalists and patients coming (M, as well as some notoriety in their advertisements.

You have provided five publications in support of your application. You submitted three one page advertisements(ig®
A N\ hich use 3

) ? all of which are property of your organization. All of these explain you are an alliance of
m and advertise a one-day physical assessment for “ All of these advertisements
prominently display your members names, and two of the three prominently display the names of NN All of
these advertisements contain your phone and fax nuribers, as well as e-mail address and website. These advertisements state
that fr potential client .o muke appointments or reservations, or for more information, they should contact your
organizaticst. The fourth publicaticn subitted 1s dvertising feature, in which you (i E——
states some of the services provided by your members, mentions the assessment offer, and provides contact
information  Your members names are displayed prominently, and t are mentioned by name in the
advertisement The tifth publication submitted is a large advertising brochure. Each individual member and hotel partner are
represented by theiwr own individual ads providing their services, features. addresses and photographs of their facilities. The
brochure also provides an arca map indicating the location of each member and SR, as well as a solicitation to use
their services. The brochure otlers to make reservations for potential clients. and provides your organization’s contact

information to perform these services The brochure also mentions the edical evaluation offer made by your
organization

Your organization maintains a website in three languages, } PONREES
Y o state that the English translation of the other two websites. On your

English language website, you state you are a consortium o (g EPENNNRURNSNE . ith over ERIININ ohy
qualitied physicians and on-stafl" healthcare professionals. You repeatedly mention the names of yourdividual
members. Your gl arc mentioned individually under ‘G, as well as elsewhere. You promote
the health care assessment oflered by your physicians, as well as a xam aimed at children. On the contact page,
you ofter to make reservations tor clients or provide additional information, as well as offering to provide e-mails when new
services are available  Under “feature stories™, you indicate you have launched a unique marketing program intended to draw
for medical care, and you are partnering with hotels, airlines, i'znematipnal travel agents and
~ the medical community to o:Yer package services. You state participating hospitals retain their international physicianis.
outreach programs, bat you wili k. Ip them focus more on direct patient recruitment, with a goal of doubling the number o
pdtients. You state req:=sts for twe health exam or questions regarding the program typically arrive via e-mail to your
organization and are quickly handled, with VIP service a key element which will make your organization successful. You
state your organization is satisfied with the results of ycar one's efforts, primarily a branding campaign handled by G
- Your stated year two goals include increasing visibility at
continuing internet marketing opportunities, creating packages including the comprehensive physical exam, and raising
additional funding from new partners.




(3)
Section 501(¢)(0) of the Internal Revenue Code provides for exemption of business leagues, chambers of commerse, real

estate boards. hoards of trade, and professional football leagues, which are not organized for profit and no part of the net
earnings of which inures to the benefit of any private shareholder or individua!. =

Section 1.501(c)(6)-1 of the Income Tax Regulations staccs that a business ieague is an associaiion of persons having some
common business interest, the purpose of which is to promote such common interest and not to engage in a regular business
of a kind ordinarily carried on for profit. lts activities should be directed to the improvement of business conditions of one or
more lines of business as distinguished from the performance of particular service - for individual persons.

Revenue Ruling 56-65, published in Cumulative Bulletin 1956-1, on page 194, held that a local organization whose principal
activity consisted of furnishing particular information and specialized individual service (o iis individual members engaged in
a particular industry through publications and other means to effect economies in the operation of their individual businesses
was performing particular services for individual persens. Such organization did not qualify for exemption under section
501(c)(6), of the Internai Revenue Code as a business league even though it performed functions, which were of benefit to
the particular industry and the public generally.

Revenue Ruling 56-84, published in Cumulative Bulletin 1956-1, on page 201, held that an organization operated primarily
for the purposes of pramoting, sclling, and handling the national advertising in its members' publications, is engaged in the
performance of particular services for individual mei. ers as distinguished from activities for the improvement of business
conditions of its members as a whole was not entitled to exemption from Federal income tax under Code section §Ul(c)(6).

Revenue Ruling 59-391, published in Cumulative Bulletin 1959-2, on page 151, held that an organization composed of
individuals. firms, associations, and corporations, each representing a different trade, business, occupation or profession
whose purpose is to exchange information on business prospects has no common business interest other than a mutual desire
to increase their individual sales. The activities are not directed to the improvement of one or more lines of business, but
rather to the promotion of the private interests of its member: '

Revenue Ruling 64-315, published in Cumulative Bulletin 1964-2 on page 147, held that an association of merchants whose
businesses constitute a shoppi..g center which expends its funds and engages solely in advertising through the media in order
to altract customers to the shopping center is not entitled to exemption under section 501(c)(6) of the Internal Revenue Code.
The advertising contained the names of member merchants and their merchandise, which constituted the performance of
particular services for the members rather than the improvement of a line of business.

Revenue Ruling 65-14, published in Cumulative Bulletin 1965-1, on page 236, held that an organization formed to promote
the tourist industry in the area and whose principal activity is the publication of a yearbook consisting largely of paid
advertisement for its members is not entitled to exerpticn trom Federal income tax under section 501(c)(6) of the Internal
Revenue Code. The publication of advertising matter containing the names of individual members constitutes advertising for
the individuals so advertised and is thus considered the performance of particular services for such individuals, rather than an
activity aimed at the improvemeit of general business conditions.

Revenue Ruling 68-182 published in Cumulative Bulletin 1968-1, on page 263, states that it is the position of the Internal
Revenue Service that organizations promotir : « single brand or product within a line of business do not qualify for
exemption from Federal income tax under s ion 501(c)(6) of the Code.

Revenue Ruling 76-80, published in Cumulative Bulletin 1970-1 on page 130, held that an association of manufacturers
whose principal activity is the promotion of it's members products under the association’s registered trademark does not
qualify for exemption under section 501(c)(6) of the Internal Revenue Code. The arganization extolled the superior quality
of'the trademarked products without making mention of comparabie non-trademarked products. The trademarked products
were promoted in such a way as to give the members a competitive advantage over others in the business by extolling the
superior quality of the trademarked products. Thus, the trademark promotion is not directed toward the improvement of
business conditions of the inqustry as a whole, but is the performance of particular services for members.
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Revenue Ruling 70-81, published in Cumulative Bulletin 1970-1 on page 131, held that the exempt status of’ a chamber of
commerce is not adversely affected by the development of an industrial park in order to attract new business to a cemmunity.
As part of its activities, the organization aitempted to attract new business to the community, but had difficulty because of a
iack of suitable faciiities and services. The organization purchased and developed an industrial park, which was used to
attract new industry to the area. Sites were so'd to relocating industries at low prices, sometimes less than cost Initial funds
were derived from the sale of bonds that were to be retired from the proceeds of the sales of sites. It was determined that the
acquisition, development and sale of sites in this manner, to attract industry to a community is in furtherance of the chambers
purpose of improving the general business conditions of the community.

Revenue Ruling 71-175, published in Cumulative Bulletin 197]-1 on page 153, held that an organization that has as its
principal activity the operation of a telephone-answering service for member doctors does not qualify for exemption under
section 501(c)(6) of the Internal Revenue Code. By providing this service, it was found that the organization is relieving the
individual members of the necessity of securing this service commercially, and thus is rendering particular services to the

members as distinguished trom the improvement of business conditions in the medical protession and public health area
generally

Revenue Ruling 72-211, published in Cumulative Bulletin 1972-1 on page 150, held that an organization formed to promote
the interests ot its members and persons or firms related to the building and construction industry by providing a plan room
and news bulletin available to the entire industry qualifies for exemption under section 501(cX6) of the Internal R®enue
Code The organization’s principal activity is operating and maintaining a plan room, which is open for use by all individuals
and businesses in the industry, nonmembers as well as members. The organization performed no other services with respect
to the plans or submission of bids. 1t was found that the provision of a news bulletin and plan room available 1o the entire

industry without charge improves the business conditions of that line of business because it makes information on the
projects treely available 1o that industry as a whole.

Revenue Ruling 74-308, published in Cumulative Bulletin 1974-2 on page 168, held that an organization whose principal
activity is providing a telephone answering service (o distribute calls for towing service on a rotational basis to members who
are tow truck owners and operators does not qualify for exemption under section S01(c)6) of the Internal Revenue Code.
The primary effect of the activity was to provide the organization's members with an economy and convenience in the
conduct of their individual businesses, and thus was considered to be the performance of particular services.

Revenue Ruling 76-207, published in Cumulative Bulletin 1976-1 on page 158, held that an organization formed by a city's
civic leaders, public officials, businessmen, and representatives of the community-at-large to encourage conventions of
national organizations in the city by making arrangements for facilities, services and administrative support necessary to run
a convention, qualifies for exemption under section S01(c)(6) of the Internal Revenue Code. This organization receives most
of'its support from fund-raising events and from the general public. The organization represents the city in negotiations with
organizations looking for potential convention sites, and offers to provide the visiting crganization with facilities, services
and administrative support necessary to run its convention. This includes arranging for private services and facilities to
accommodate people attending the convention. Since conventions teyuire un extraordinary amount of goods, services and
facilities, and thereby stimulate and promote the common economic interests of businesses throughout the community, the
organization qualified under section $01(c)(6).

While you claim to be promoting the entire United States heahh care industry, it appears that any benefits to the general
United States health care industry would be remote and indirect. You indicate most of your members are affiliates or
divisions of larger hospitals. These larger related entities could benefit, in an indirect manner and probably to an
insubstantial degree The rest of the industry (the majority) would receive no real benefit. The way your organization is
operated, you are also not benefiting the cntire health care industry inggi P f ; local lwsgital does not pay
for the services you provide, it would receive virtually no benefit. You advertise your member organizations and direct
inquiries for services to your members. As you indicat ” your
advertising activities could tend to draw potential clients away from non-member health care entities to your member entities.
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Your activity of advertising (marketing and promoting) the health care industry is the performance of particular services &

your member organizaticns Your publications and website are primarily used to advertise the services available-from your
individual member organizations  Member organizations are cited prominently by name, and their services are advertised
NG ;. 10 pay for the service, are listed by name in all but one advertisoment. Your journalist visits and travel by
your statY (representatives of your individual member organizations) appear also to be primarily a vehicle for your individual
members to showcase their available services Your organization is similar to the organization that was denied in Revenue
Ruling 64-315_ in that both organizations primarily advertise for their member organizations, identifying them by name and
their available services. This was found to be a particular service rather than furthering a line of business. Your organization
also resembles the organization denied in Revenue Ruling 65-14, which issued a yearbook consisting largely of paid
advertising for its members. 1t was determined the publication of advertising matter containing the names of individual
members constitutes advertising for these individuals, and thus is considered the performance of a particular service. While
your advertising is not in yearbook form, your publications and website are primarily used to advertise for your members. -

~ Your organization’s structure is similar to the organization that was denied in Revenue Ruling 70-80, in which a trade
association of' manufacturers whose principle activity was the promotion of its members’ products under the association's
registered trademark was tound to be the performance of particular services for its members. Your organization operates
under " depending on where the advertising is occurring. You
state the alliance i P top™ or “outstanding™ health care facilities. Your website indicates you have “over Righly
qualitied physicians and on-stafY healthcare protessionals”, in effect saying theq@iiimembers are operati- y as owe entity
under your ailiance Yo vare actively marketing your members services under the alliance’s logos shown above. You
indicate on your website that vou were satistied with your first year's efforts, primarily a branding campaign. Your
states that you will foc s aa local brand recognitio imilar to the organization in Rev. Ruling 70-80, you
are promoting and ~ching vour product under your association’s registered name. Similar to the above mentioned
organization, your advertising extols the superior quality of your members product (services), without mentioning
comparable non-member entities features and services. The way you market and advertise the services is intended to give

your members a competitive advantage over others in the same industry. This is considered to be the performance of
particular services tor your members

In Revenue Ruling 68-132, the Service states its position that organizations promoting a single brand or product within a line
of business do not qualify for exemption under section 501(c)(6) of the Code. Your organization is actively seeking
identification of your members services under a brand, the only one in the industry you proniote.

Your activity of coordinating patient/hospital contacts, namely fielding phone calls and e-mail, requesting specific follow-up
information, and forwarding the requests to your member hospitals, is a particular service for your members. This activity of
your organization is similar to the organization denied in Revenue Ruling 71-175, which was the operation of a telephone
answering service for members. It is also similar to the organization denied in Revenue Ruling 74-308, which provided a
telephone answering service and distributed calls on a rotational basis to its members, In both of these cases, this service was
determined to be the rendering of particular services to its individual members, rather than the furtherance of any general line
ol'business  We have determined that this activity provides your member organizations with an economy and convenience in
the conduct of their individual businesses, and thus is the performance of a particular service for your members.

Regardin 4SNP hcsc oreanizations are not bona fide members of your organization and do not serve to
improve the line of business of health care in any direct manner. Rather, these organizations have entered into financial and
quid pro quo agreements with your organization with the intention of improving their own individual business economics.
This is also true of your airline and cruise partners. In this manner. this activity is similar to that of the organization denied in
Revenue Ruling 56-84, which dealt with an organization of different trades, businesses and professions, whose purpose was
to exchange business prospects. Like that entity, your members and your partners have no real common business interests
other than a mutual desire 10 increase your individual sales. While your organization and partners are not as professionally
diversified as those in the revenue ruling, the principle remains the same. 1 e activity is uot geared towards the improvement
of one or more lines of business, but instead is operated for the promotion ot the private interests of your members and
paniners  Even the activity of promoting, selling and handling the advertising in your publication to your partners is the
performance of particular services for you members, per Revenue Ruling 56-84.
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You have favorably compared your organization to the entity approved in Revenue Ruling 70-81, in which a chamber of
commerce purchased land and developed an industrial park in order to attract new industry to an area which had lacked
suitable facilities. However, we have noted some important differences between your organization and that entity. That
entity was not providing advertising and marketing services for its individual members, was not providing phone and e-mail
answering services to members, and was not geared toward the recruitment of clients for its individual membucrs,
Additionally, the chamber of commerce was trying to attract new businesses to a community to improve the general business
conditions of that community, as opposed to the solicitation of clients for members in an already established industry. These
differences in activities and purposes differentiate your organization from the entity in Revenue Ruling 70-81. Therefore, we
feel this ruling is not applicable to your organization.

You have favorably compared yourself to the entity approved in Revenue Ruling 72-211, which approved an organization
that operated a plan room, open for use by members and non-members in the industry. That entity also published a news
bulletin, available to anyone in the industry. We believe that this revenue ruling is not applicable to your organization, duc to
the fundamental differences in activities and purposes. That entity was not providing particular services to its members, such
as advertising their services, prominently identifying them by name, fielding inquiries from potential clients and forwarding
them to the individual members,. .. Rather, that organization was siinply making a room and information available to all
members of an industry. members and non-members alike. Simply because anyone can read the information on your website
does not mean it is promoting the entire line of business. In effect, it just means other hospitals can read the advertising you
are doing for your members, and read about the other particular services you are providing them. The primary fo€us of the
website is not to educate the medical industry as a whole, but rather to solicit clients for your individual members and
partners. Revenue Ruling 56-65 would be more applicable in this case. That organization performed activities similar to the
entity in Revenue Ruling 72-211, but also provided particular services o its members. That organization was denied

exemption under section S01(c)(6) due to the provision of the particular services, despite the fact somne functions benetited
the particular industry and public generally.

You have also favorably compared yourself to the organization approved in Revenue Ruling 76-207, in which a chamber of
commerce solicited conventions of national organizations «c hold their conferences in that city. That organization did arrange
tor some private services and tacilities to accommodate the large groups of people attending the conference. We belicve this
revenue ruling is not applicable to your organization, due to the difference in structure, purposes ar 1 activities of the two
organizations. The approved organization was comprised of civic leaders, public officials, businessmen and represcntatives
ot the community at large, and was primarily supported by fund-raisers and donations from the general public. Your
organization is comprised of a representative of each of thefifippaying memoer organiz tions, as well as a paid employee,
and received its funds from dues and assessments of members and partners. The approved organization’s general purpose
was 1o solicit national organizations to hold their conventions in t : applicants city, thus stimulating the common econoniic
interests of businesses throughout that community (due to the extraordinary amount of goods, services and facilities utilized
during such conventions). Your pnmary purpose, from the evidence submitted, is providing particular services in the form of .
advertising, marketing and support services to your individual members in order to promote the private intercsts of your
members. Amony the activities of the approved organization was representing the city in negotiations, making a' angements
with the city to provide necessary facilities and municipal services, arranging for private services to accommodate attendees,
acting as a welcoming committee and ensuring that all agreed-to services are provided. The primary activity of your
organization, as previously discussed, is the provision of advertising, marketing and other parucular services for the primary
benefit of your individual miembers and partners. The approved organization was found to be stimulating and promoting the
common economic interests of businesses throughout the community, due to the extraordinary amount of goods, services and
facilities required to host a national convention. Their primary objective was not to serve the private interests of their dues
paying members through the solicitation of clients for these individual entities, and others who pay for the advertising. While
that entity improves the common economic business interests of a community, your organization primarily seeks to provide

your members with an economy and convenience in the conduct of their individual businesses, through the provision of
particuiar services.

T'herefore, we have concluded that you do not qualify for exemption from Federal income tax as an organization described in

section S01(c)(6) of the Cede  In accordance with this determination, you are required to file Federal income tax returns on
Form 1120
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1f you do not agree with our determination, you may request consideration ot this matter by the Oifice of Regfnal Director
of Appeals. To do this you should file a written appeal as explained in the enclosed Publication 892. Your appeal should
give the facts, law, and any other information to support your position. If you want a hearing, please request it Wwhen you file
your appeal and you will be contacted to arrange a date. The hearing may be held at the regional office, or, if you request, at

any mutually convenient district oftice. If someone who is not one of your principal officers will represent you, that person
will need to file a power of attorney or tax authorization with us.

If you don't appeal this determination within 30 days from the date of this letter, as explained in Publication 892, this letter
will become our final determination on this matter.

Appeals submitted which do not contain all the documentation required by Pubiication 892 will be returned for completion.

If you have any questions, please contact the person whose name and telephone phone number are shown in-the heading of
this letter.

Sincerely,

St oven 1 - A, ’%k

Steven T. Miller
Director, Exempt Organizations

Enclosure: Publicaiion 892




